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Rules and Regulations of the Capital Issues 
Committee 


"THE Capital Issues Committee, appointed pursuant 

to the provisions of the War Finance Corporation 

Act, has issued Rules and Regulations which explain 

the scope of its powers and the procedure for submission 

of contemplated issues of stocks, bonds, notes or other 
securities. 

These Rules and Regulations together with the text 

of the law and an index, have been published by us. 

Copies are available upon request and without charge. 


Federal Capital Stock Tax 
The annual return and tax under this important 


Federal Act should be filed and paid during July. 
Proposed Federal Taxes 


Congress will enact this session a revenue and tax- 
ation law affecting every line of business. Hearings 
are now being held in Washington and if you wish to 
keep in daily touch you can do so through our special 
Congressional Service described on page 230. 





THE CORPORATION JOURNAL 


NOTICE. 


The Corporation Journal as usual will not be published in July and August. 
The September number will contain all matter collected since the date of this issue. 


THE POLICY OF THE CORPORATION TRUST COMPANY IN THE 
ORGANIZATION, QUALIFICATION, STATUTORY REPRESENTATION 
AND MAINTENANCE OF CORPORATIONS, IS TO DEAL EXCLUSIVELY 
WITH MEMBERS OF THE BAR. 


The object of The Corporation Journal is to furnish corporation attorneys, and others 
inieresied, with a brief account of current happenings, recent court decisions, new laws, 
eic. Lengthy discussion is avoided, the purpose being to make the publication a mem- 
orandum for the busy altorney upon which he may rely for accuracy and to which he 
may conveniently refer. Cross references are made to preceding pages and a cumulative 
index is issued from time to time. The Corporation Journal is mailed each month, 
without charge, to those who request to be placed upon the mailing list. 


NEW PUBLICATIONS. 


PROPOSED AMENDMENTS TO THE FEDERAL REVENUE LAW. The 
Committee on Ways and Means of the House of Representatives, which has charge 
of the framing of the most stupendous tax levying measure ever formulated by any 
nation—has already commenced its deliberations. This Committee is conducting 
public hearings, and in due course will submit a new revenue bill for the early con- 
sideration of Congress. It is of the utmost importance that the business interests 
of the country follow carefully the progress of this momentous piece of legislation. 
Our Special Congressional Service furnishes daily Washington reports, which in a 
systematic manner will keep you accurately informed of the progress of this very 
important measure. This Service is more fully described in a circular which will 
be sent to you upon request. 


NEW YORK STATE INCOME TAX. We have prepared a pamphlet contain- 
ing the text of the law, including the important amendments of 1918, which imposes 
a tax of 3% on the net income of manufacturing and mercantile corporations. 
Copies may be obtained without charge from our nearest office. 


RULES AND REGULATIONS OF THE CAPITAL ISSUES COMMITTEE 
appointed under the War Finance Corporation Act have been published by us in a 
pamphlet which in addition contains the text of the Act and a complete index. 
Copies may be obtained without charge from our nearest office. 


THE JOURNAL OF THE AMERICAN JUDICATURE SOCIETY for June, 
1918, contains interesting descriptions of “Conciliation Procedure” and “Informal 
Procedure in Small Causes.” For copies communicate with the American Judicature 
Society, 31 West Lake St., Chicago. 
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DOMESTIC CORPORATIONS. 
CALIFORNIA. 


THE ISSUANCE OF STOCK WITHOUT CONSIDERATION or for land 
known to be valueless violates Article 12 sec. 11 of the Constitution of the state 
and sec. 359 of the Civil Code, and the stock so issued will be cancelled in a stock- 
holder’s action. James v. P. B. Steifer Mining Co., 171 Pac. 117. 


SALE OF ALL CORPORATE ASSETS includes the entire property of a cor- 
poration, so as to require for its validity the consent of the holders of two-thirds 


of the issued capital stock. Porter v. Anglo & London Paris Nat. Bank of San 
Francisco, 171 Pac. 845. 


DELAWARE. 


CONTRACT WITH MANAGER PROVIDING FOR INCREASE OF CAPI- 
TAL STOCK. Officers of a corporation who owned less than a majority of its 
stock, agreed with one whom they desired to retain as manager of a corporation 
to cause the capital stock to be increased, and a portion thereof to be paid to the 
manager under certain conditions. The corporation received the benefit of the 
agreement and was bound thereby. For its breach by the corporation, and for the 
fraud exercised upon him by parties who induced him to enter into the contract, 


the manager brought a suit in equity and is held entitled to recovery, Wright 
v. Barnard, 248 Fed. 756. 


MAINE, 


A COURT OF EQUITY WILL RESTRAIN the majority or stockholders 
of a solvent corporation from effecting a reorganization of the company in such a 
manner that their percentage of stock in the new company will be increased at the 
expense of the minority stockholders. The remedy provided for a dissenting minority 
stockholder by the Maine statute is not exclusive and equity is not restricted thereby 
in affording relief. MacArthur v. Port of Havana Docks Co., 247 Fed. 984. 


MISSOURI. 


THE WORD “ETC.”’ IN A CORPORATION’S STATEMENT OF purposes 
embraces only like purposes to those specifically stated. The purposes to “purchase, 
lease, build, construct, alter, maintain and operate, rent and sell saw-mills, grist- 
mills, furniture factories, etc.,”” does not include the right to purchase and sell real 
estate. State on Inf. of Haw v. Three States Lumber Co., 202 S. W. 1083. 


231 





THE CORPORATION JOURNAL 





TEXAS. 


A GENERAL PROXY WILL NOT AUTHORIZE THE HOLDER to 
vote for the sale and disposition of the entire assets of the corporation and for the 
abandonment of the business enterprise. Shield v. Lone Star Life Ins. Co., 202 
S. W. 211. 


IN FIXING THE VALUE OF AN OIL LEASE TAKEN IN PAYMENT 
FOR STOCK, it is proper to take into consideration the prices paid by others for 
adjoining properties, and the price offered for stock in the company. Peden Iron & 
Steel Co. v. Jenkins, 203 S. W. 180. 


EFFECT OF ACCEPTANCE BY SECRETARY OF STATE OF AFFIDAVIT 
FIXING VALUATION OF PROPERTY TAKEN IN PAYMENT FOR STOCK. 
The statutes of Texas provide that whenever the stockholders furnish satisfactory 
evidence to the Secretary of State that the full amount of the authorized capital 
stock has in good faith been subscribed, and fifty per cent thereof paid in cash or 
its equivalent in other property, or labor done, the product of which shall be to the 
company of the actual value at which it was taken or property received, it shall be 
the duty of the Secretary of State, on payment of fees and taxes, to file the charter 
and give a certificate showing the record thereof. It is further provided that the 
satisfactory evidence shall consist, among other things, of those who execute the 
charter stating the cash value of any property received, giving its description and 
location, from whom and the price at which it is received, and that, if the Secretary 
of State is not satisfied, he may, at the expense of the incorporators, require other 
and more satisfactory evidence before he shall be required to receive, file, and 
record the charter. The Court of Civil Appea!s of Texas holds that where the 
Secretary of State accepts the papers for filing, he signifies that he is satisfied with 
the value placed upon property. “The Secretary of State was satisfied with the value 
placed upon the property and recorded the charter as required by law. The Secre- 
tary of State being the officer appointed by the state to pass upon the value of 
property, his acts in accepting the value placed upon the property are prima facie 
right, and can only be called in question in case of fraud.” Peden Iron & Steel 
Co. v. Jenkins, 203 S. W. 180. 


FEATURES OF THE TEXAS CORPORATION LAWS. Two of the incor- 
porators must be residents of the state; corporate existence cannot exceed fifty 
years; meetings of stockholders should be held within the state; business cannot be 
commenced until the entire capital stock has been subscribed and fifty per cent. 
paid in; a Texas corporation may not hold stock in other corporations if it tends to 
lessen competition, without violating the anti-trust law; when capital stock is 
issued for property or labor, satisfactory proof must be submitted to the Secretary 
of State that the same is of the actual value at which it was taken; there is no statu- 
tory provision for an executive committee; at the request of one-third of the stock~ 
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holders, directors must report in writing the financial condition of the corporation 
and the amount of its business; books and records are open to the inspection of all 
stockholders; a Texas corporation may purchase its own stock; directors’ meetings 


may be held outside the state; a Texas corporation may borrow money without statu- 
tory limitation as to amount. 


COST OF ORGANIZATION IS AS FOLLOWS: 


Fees to Secretary of State: 


Filing charter; on authorized capital of $10,000 or less 
Each additional $10,000 or fraction thereof, $10. Maxi- 

mum fee $2,500. In certain cases where more than one pur- 
pose is allowed a separate franchise tax must be paid for each 
purpose. Railroad, magnetic telegraph and express com- 
panies pay an organization tax of $200 on filing charter, 
provided the authorized capital is $100,000 or less and 50 
cents for each $1,000 in excess. 

Franchise tax must be paid for balance of year up to May 1 
next succeeding. For rate see Taxation, below. 

Certifying copy of charter 15 cents per folio and $1.00 for cer- 
tificate, about 


TAXATION. A franchise tax is imposed at the rate of fifty cents on each 
one thousand dollars or fraction thereof, of the authorized capital stock, unless the 
total amount of capital stock issued and outstanding, plus the surplus and undi- 
vided profits, exceeds the authorized capital, in which case the tax is levied on the 
issued capital stock plus the surplus and undivided profits. When the authorized 
capital exceeds $1,000,000, the rate is 25 cents per $1,000 in excess. In no case is 
the tax less than $10 for the full year. In the event of increase in the authorized 
capital stock, a supplemental franchise tax shall be paid thereon for the remainder 
of the year down to and including the 30th day of April next thereafter. 


PROCEDURE FOR INCORPORATION. A charter is prepared, containing 
certain formal matter, which is signed by the incorporators and filed and recorded 
in the office of the Secretary of State and the fees paid as required by law. An 
accompanying affidavit made by the incorporators sets forth (1) the names, resi- 
dences and post office addresses of the subscribers to the capital stock showing the 
directors to be subscribers; (2) the amount subscribed and paid by each; (3) the 
value and description of property received in payment for stock; (4) the value and 
description of services performed in payment for stock. The purpose of this affi- 
davit is to furnish the Secretary of State with evidence that all of the authorized 
capital has been subscribed and fifty per cent. of the authorized capital has been 
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paid for. Within two years after incorporation, the stockholders shall pay in the 
unpaid portion of the capital stock, proof of which shall within that time be made 
to the Secretary of State. There are no statutory provisions concerning organiza- 
tion meetings. As a matter of practice, it is usual to hold a stockholders’ meeting 
upon waiver of notice immediately after filing the charter with the Secretary of 
State, adopting by-laws, electing directors if those named in the charter resign, 
authorizing the purchase of property and transacting such other business as may 
be necessary to complete the organization. 


WHAT THE CORPORATION TRUST COMPANY DOES to assist attor- 
neys in the incorporation and subsequent statutory maintenance of a Texas corpora- 
tion is briefly as follows: 


At the time of incorporation it ascertains, upon request, if the name can be 
used, files and records the necessary papers and assists the attorney in every possi- 
ble way in the organization. Approved copies of charters are on file in our office 
for reference. 


It will draft and submit the charter, by-laws and minutes of meetings and upon 
approval by the attorney will furnish complete facilities for incorporation, attend 
to the filing of the papers, the holding of the necessary meetings and return the records 
completed in minute book form. 


Attorneys wishing to keep complete control and supervision over the organiza- 
tion of Texas corporations have found it extremely convenient and expedient to 
confer with the nearest office of The Corporation Trust Company System and to 
employ the services of its representatives in Texas. 


Subsequent to incorporation, The Corporation Trust Company furnishes rooms 
for holding stockholders’ and directors’ meetings or holds stockholders’ meetings 
by proxy, gives timely notice for filing state reports and tax returns, and keeps 
counsel informed of changes in statutes affecting the corporate status. 


For foreign corporations entering Texas The Corporation Trust Company 
drafts for approval and submits to attorneys all documents necessary to secure 
authority to do business in the State. Upon approval, it attends to their filing 
with the proper state officials. After qualification, it supplies the statutory agent, 
notifies the attorney of all State reports and taxes to be paid, and forwards blanks 
for reports and tax assessments. A statement containing the statutory requirements 
for admission of foreign corporations to do business in Texas will be sent upon request 
and without charge. 


An estimate of charges can be secured at the nearest office of The Corporation 
Trust Company System. 
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WEST VIRGINIA. 


RIGHT OF PERSONALLY INTERESTED SHAREHOLDER TO VOTE. 
The reason for denying to a director of a corporation the right to vote on a matter 
in which he is otherwise interested than asa stockholder in the corporation is because 
of the fiduciary or trust relation he bears to it. But that reason does not apply 
to a stockholder, and he is not denied his right to vote on any matter properly 
coming before a stockholders’ meeting on account of any private interest he may have 
which is detrimental to the corporation. The only restriction upon this right of a 
shareholder seems to be that the matter must not be illegal nor ultra vires, and 
the action of the majority of its shareholders must not be so antagonistic to the cor- 
poration as a whole as to indicate that their interests are wholly outside of the interest 
of the corporation and destructive of the interests of the minority shareholders. 
Thurmond v. Paragon Colliery Co., 95 S. E. 816. 


THE RIGHT OF A SHAREHOLDER TO PURCHASE HIS PRO RATA 
SHARE UPON AN INCREASE OF CAPITAL STOCK applies to stock 
originally authorized but issued long after the corporation has commenced business. 
Thurmond v. Paragon Colliery Co., 95 S. E. 816. 


POWER OF DIRECTORS WITH RESPECT TO UNISSUED STOCK. 
After a corporation is organized the disposal of additional shares to increase its work- 
ing capital is subject to the order and direction of the board of directors, provided 
only that the maximum capital authorized by its charter be not exceeded. Thur- 
mond v. Paragon Colliery Co., 95 S. E. 816. 


FOREIGN CORPORATIONS. 


KENTUCKY. 


DISPLAY OF CORPORATE NAME FOLLOWED BY THE WORD “IN- 
CORPORATED”. Section 576 of the Kentucky statutes provides that: “Every 
corporation organized under the laws of this state, and every corporation doing 
business in this state, shall, in a conspicuous place, on its principal place or places 
of business, in letters sufficiently large to be easily read, have painted or printed 
the corporate name of such corporation, and immediately under the same, in like 
manner shall be printed or painted the word ‘Incorporated’.” An Indiana cor- 
poration shipped oil to Glasgow, Kentucky, where it had two oil tanks, upon 
these oil tanks the corporate name was painted, but the word “Incorporated” was 
not added thereto. The corporation was indicted, convicted and fined $100. This 
judgment is affirmed by the Court of Appeals of Kentucky. The purpose of the 
statute is to inform the public that it is dealing with a corporation and not a part- 
nership or an individual doing business under an assumed name. Under the circum- 
stances of the instant case, the Court of Appeals holds that the place of business 
where the requirement of the statute should be met was the location of the 
tanks, this being the place where the oil dealt in by the defendent was stored, and 
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from whence it was handled: Western Oil Refining Co. v. Commonwealth, 2CZ 
S. W. 636. 


TEXAS. 


DOING BUSINESS. The Dempster Mill- Manufacturing Company is incor- 
porated under the laws of Nebraska. E. A. Humphries, a resident of Texas, while 
at Sentinel, Oklahoma, at the solicitation of a salesman of the Dempster Company, 
signed an order for a pumping plant and equipment to be shipped to Texas. It was 
agreed that the order should remain in the hands of a third party at Sentinel, until 
after Humphries returned to Texas and there decided that he needed the pumping 
plant. If he decided that he needed it, he would notify the third party to forward the 
order to Nebraska. But without his so notifying the third party to forward the 
order the equipment was shipped to Texas. Humphries at once notified the Demp- 
ster Company of the arrival of the pumping plant, that he wou!d not accept it and 
the conditions and circumstances of his order. Subsequently the company sent 
a man to Texas who erected the pumping plant and persuaded Humphries to give 
notes in payment. In a suit to recover on these notes it was contended that the 
order subsequently given in Texas, and the erection of the plant there constituted 
“doing business” in the state by the Dempster Company, and as they had not 
qualified as a foreign corporation they were not entitled to recovery. But the 
Court: of Civil Appeals holds that the transaction was interstate throughout and that 
the company is entitled to judgment. They regard the second order as mere'y an 
adjustment of the first, and the consummation of a purchase made‘outside of the 
state. But argumentatively conceding this point they say: “It is not shown that 
the company desired to transact business in this state other than to adjust the one 
transaction, or solicit business in this state, or establish a general or special office 
in this state. Appellee has referred us to a number of authorities as sustaining 
his contention that the transaction was intrastate. We have very carefully read 
and analyzed each of the cases, and many others not referred to, and conclude 
that they do not so hold.”” Dempster Mill Mfg. Co. v. Humphries, 202 S. W. 981. 


INSTALLATION OF MACHINERY SOLD IN INTERSTATE COMMERCE. 
—*“The York Manufacturing Company, a Pennsylvania corporation, sued for the 
amount due upon a contract for the purchase of ice manufacturing manhinery and 
to foreclose a lien upon the same. By answer the defendants alleged that the plain- 
tiff was a foreign corporation, that it maintained an office and transacted business 
in Texas without, having obtained a permit therefor, and was hence under Texas 
statutes, not authorized to prosecute the suit in the courts of the State and a dis- 
missal was prayed. In reply the plaintiff averred that the contract sued on was 
interstate commerce and the state statute if held to apply was repugnant to the com- 
merce clause of the Constitution of the United States. At the trial it was shown 
without dispute that the contract covered an ice plant guaranteed to produce three 
tons of ice a day, consisting of gas compression pumps, a compressor, ammonia 
condensers, freezing tank and cans, evaporating coils, a brine agitator and other 
machinery and accessories including apparatus for utilizing exhaust steam for 
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making distilled water for filling the ice cans. These parts of machinery, it was 
provided, were to be shipped from Pennsylvania to the point of delivery in Texas, 
and were there to be erected and connected. This work, it was stipulated, was to 
be done under the supervision of an engineer to be sent by the York Manufacturing 
Company for whose services a fixed per diem charge of $6.00 was to be paid by the 
purchasers, and who should have the assistance of mechanics furnished by the 
purchasers, the supervision to include not only the erection but the submitting of the 
machinery to a practical test in operation before the obligation to finally receive 
it would arise. It was moreover undisputed that these provisions were carried out, 
that about three weeks were consumed in erecting the machinery and about a week 
in practically testing it, when after a demonstration of its successful operation it 
was accepted by the purchasers. The trial court not doubting that the contract. of 
sale was interstate commerce, nevertheless concluding that the stipulation as to 
supervision by an engineer to be sent by the seller, was interstate commerce and 
wholly separable from the interstate transaction, held that the seller by carrying 
out that provision had engaged in local business in the state and as the permit 
required by the state statutes had not been secured, gave effect to the statutes and 
dismissed the suit.” This holding is reversed by the United States Supreme Court, 
which distinguishes its present decision with that arrived at in General Railway 
Signal Company v. Virginia (3 Corporation Journal, page 201). In the instant 
case they find that the contract relates inherently and intrinsically to the thing 
sold, the machinery and all the parts constituting the ice plant, but in the Railway 
Signal case, the contract over and above its inherent and intrinsic relation to the 
subject matter of the interstate commerce contract involved the performance of 
duties over which the State had a right to exercise control because of their inherent 
interstate character. York Mfg. Co. v. Colley (No. 200-Oct. Term, 1917, U. S. 
Supreme Court). 


TAXATION, 
NEW YORK. 


COLLECTION OF TAXES AGAINST A FOREIGN CORPORATION. 
The Lobsitz Mills Company is a corporation organized under the laws of New Jersey. 
It’filed a certificate and obtained authority to do business in New York. .In 1913 
it\was assessed ‘‘upon its capital invested in its business in the City of New York 
the sum of $10,000 for the purpose of taxation for the year 1914 as a non-resident 
of the state doing business in the state of New York. The assessment was sub- 
sequently confirmed by the board of taxes and assessments. The tax imposed was 
$178, and became due and payable May 1, 1914. It was not paid. On January 15, 
1915, a warrant was issued by the receiver of taxes for the collection of the tax, 
but it was returned wholly unsatisfied. Application was made to examine the 
corporation in supplementary proceedings and ascertain its invested capital in 
New York and to locate, if possible, property in the state upon which to make a 
levy. The New York Court of Appeals holds that supplementary proceedings 
cannot be availed of in such a case. “The assessment against the Lobsitz Mills 
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Company in form was as provided by the statute a personal assessment, but it was 
in fact an assessment in rem; the thing assessed being the capital so invested in 
business in said city. The tax upon such assessment did not become a debt.” In 
re Maltbie, 119 N. E. 389. 


INCOME TAX. 


For preceding references, see 3 Corporation Journal, page 223. 


A decision by the U. S. District Court for the Eastern Division of Wisconsim 
relates to recovery of excess taxes paid on an erroneous second assessment. (p. 571). 


A letter by a Deputy Commissioner states that taxable cash surplus and un- 
divided profits must be exhausted before a tax-free stock dividend resulting from a 
capitalization of asset appreciation may be distributed. (p. 575). 


A letter by a Deputy Commissioner pertains to the relation of accrued income and 
war excess profits taxes to dividend distribution and to the tax on undistributed 
profits. (p. 575). 


A decision by the United States Supreme Court states that to tax income from 


export sales is not to lay a tax on exports. (p. 577). 


A decision by the United States Supreme Court relates to appreciation in value 
of assets prior to incidence of the tax and holds that such appreciation is not taxable 
income on subsequent liquidation. (p. 579). 


Two decisions by the United States Supreme Court hold that the difference 
between the cost of acquirement and selling price of investment securities is all profit 
for the year in which liquidation took place to the extent of accrual subsequent to 
incidence of the tax. (pp. 584 and 587). 


According to a decision by the United States Supreme Court, a lessee owned a 
lease granting the privilege to mine on a per unit royalty basis, is not privileged to 
claim depletion. (p. 588.) 


The United States Supreme Court holds that depletion of natural resources is 
not a proper deduction under the 1909 Act. (p. 593.) 


A telegram from the Commissioner relates to Red Cross donations by partner- 
ships and corporations. (p. 596.) 


A decision by the U. S. C. C. of Appeals for the First Circuit holds that Massa- 
chusetts trusts are associations within the meaning of the Income Tax Law. (p. 598.) 


A letter by a Deputy Commissioner states that the most recently accumulated 
undivided profits and surplus shall still be deemed to have been distributed on 
payment of a dividend even though such funds are invested in U. S. bonds. (p. 603.) 

. ; 
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A decision by the United States Supreme Court relates to a distribution on 
liquidation of proceeds of sale of capital assets at a price not in excess of value on 
March 1, 1913. (p. 606.) 


The distribution to a parent corporation of profits acquired by a subsidiary 
prior to Jan. 1, 1913, is the subject of an opinion by the U. S. Supreme Court. (p. 611.) 


A Supreme Court decision relates to dividends paid in the ordinary course from 
proceeds of sale of assets or from surplus. (p. 616.) 


According to a decision of the United States Supreme Court, surplus acquired 
prior to March 1, 1913, is taxable to shareholders when distributed and a distribu- 
tion of stock of another corporation is not a stock dividend.  (p. 620.) 


(NOTE.—The page references are to our Income Tax Service, 1918, wherein 
the foregoing rulings and regulations are reported in full.) 


EXCESS PROFITS TAX. 


For preceding references, see 3 Corporation Journal, page 224. 
A telegram by the Commissioner defines permanent indebtedness. (p. 323.) 


According to a letter from the Commissioner, the amount of a dividend deemed 
to have been paid from earnings of prior years is to be included as invested capital 
to the date of payment. (p. 323.) 


A ruling pertains to application of the 8% rate prescribed by Sec. 209 to vaude- 
ville theatres. (p. 324.) 


According to a letter by the Commissioner, the ‘surrendered value at beginning 
of the year of insurance policies carried on the lives of corporation officials, may be 
included in invested capital of the corporation paying the premiums. (p. 327.) 


According to a letter from the Commissioner, surplus earned prior to January 
1, 1917, in a fiscal year entered in 1917, is not to be included in invested capital for 
such fiscal year. (p. 327.) 


A Treasury Decision gives instructions relative to acceptance of certificates 
of indebtedness in payment for taxes. (p. 328.) 


The Commissioner has ruled that interest runs to June 15, 1918, on certificates 
of indebtedness maturing June 25, 1918, paid in on account of excess profits taxes 
any time between June 6 and June 15. (p. 329.) 


(NOTE.—The page references are to our War Tax Service, 1918, wherein the 
foregoing rulings are printed in full.) 
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STAMP TAXES. 


For preceding reférences, see 3 Corporation Journal, page 225. 

A telegram from the Commissioner relates to tax on transfers of stock to a stock- 
holders’ committee under a deposit agreement. The tax liability with reference to 
transfers of stock to voting trustees and the issue and transfer of voting trust cer- 
‘tificates are the subjects of a letter from the Commissioner. (p. 756.) 

A letter by a Deputy Commissioner relates to the validity of unstamped instru- 
ments and particularly to deeds. (p. 757.) 

Provisions of the Law for stamping documents issued without stamps are set 
forth. (pp. 757 to 759.) 

(NOTE.—The page references are to our War Tax Service, 1918, wherein - 
foregoing are printed in full.) 


WAR EXCISE TAXES. 


For preceding references, see 3 Corporation Journal, page 225. 

Regulations No. 44 relating to tax on sale of commodities, including automo- 
biles, piano players and talking machines, moving picture films, jewelry, sporting 
goods and games, toilet articles, medicinal preparations, chewing gum and cameras 
together with administrative provisions, are set forth in full. (pp. 930 to 946.) 


(NOTE.—The page references are to our War Tax Service, 1918, wherein the 
foregoing regulations are printed in full.) 


FEDERAL RESERVE SERVICE. 


For preceding references see 3 Corporation Journal page 226, 

Informal rulings of the Board relate to discount of paper, endorsed by non- 
member bank (page 636), to acceptances of draft against sugar in bond (page 636), 
‘to bills payable elsewhere than in the United States (page 637), to special instructions 
to Fed ral Reserve Banks and to Federal Reserve Agents regarding discount and 
purchase of banker’s acceptances, purchase of cable transfers and foreign bills of 
exchange, purchase of domestic bills of exchange and discount of agriculture paper 
(page 637), to discourit of acceptances not paid at Federal Reserve Bank (page 639), 
to date for payment of dividend (page 639), and to use of the word “‘Reserve”’ (page 
640). 

The Law Department has rendered opinions on membership of branch of State 
Bank (page 640), to a decision of the Supreme Court of Illinois in the case of The 
People ex. rel. First National Bank of Joliet v. Andrew Russell. Auditor of Public 
Accounts (page 641). 

(NOTE.—The page references are of out Federal Reserve Act Service which 
reports all rulings and regulations of the Federal Reserve Board.) 


FEDERAL TRADE COMMISSION. 


A number of complaints have been added to the docket since our last report. 
«Supplementary pages 44 to 49.) 
(NOTE.—The page references are to our Federal Trade Commission Service.) 
. : 
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BLUE SKY LAWS. 


LIST OF STATES HAVING “BLUE SKY LAWS” AND LIST OF OFFICIALS. 
TO WHOM COMMUNICATIONS SHOULD BE SENT RESPECTING THE 
SAME. So-called ‘‘Blue Sky Laws’ differ widely in various respects in the several 
States but generally require that offerings of securities, other than Government 
and Municipal issues and securities that are listed in ‘‘Moody’s” or other standard: 
lists, must be approved by certain Commissions or officials before they are offered 
or sold to the public. Some States, however, have laws which regulate the sale 
of a more limited class of securities. The latter are not strictly ‘‘Blue Sky Laws,’” 
but are noted in the following list with a brief statement of their limited character: 


ARIZONA 
ARKANSAS 
CALIFORNIA 


CONNECTICUT 


FLORIDA 
GEORGIA 
IDAHO 

ILLINOIS 
INDIANA 


IOWA 
KANSAS 
KENTUCKY 


MAINE 


MASSACHUSETTS 


State Corporation Commission, Phoenix, Arizona. 
State Banking Department, Little Rock, Arkansas. 


State Corporation Department, 800 Forum Bldg., Sacramento, 
California. 


Has no so-called ‘‘Blue Sky Law”’ but has an Act which applies 
merely to Mining and Oil Companies selling their own stock.. 
State Banking Commissioner, Hartford, Connecticut.. 


State Comptroller, Tallahassee, Florida. 
Secretary of State, Atlanta, Georgia. 
Department of Banking, Boise, Idaho. 
Secretary of State, Springfield, Illinois. 


Has no so-called ‘‘Blue-Sky Law”, but has an Act applying: 
to investment companies selling their own stock and bonds:. 
State Auditor, Indianapolis, Indiana. 


Secretary of State, Des Moines, Iowa. 
State Banking Commissioner, Topeka, Kansas. 


Has no “Blue Sky Law” but requires so-called Investment: 
Companies to file statement with the State Treasurer, Louis- 
ville, Kentucky. 


Bank Commissioner, Augusta, Maine. This law, apparently,, 
applies more to approval of dealer than of securities offered. 


Has no so-called ‘‘Blue Sky Law” but has an Act (Revised' 

Laws, Chap. 117) which applies to Investment Companies: 

selling bonds, etc., on the installment plan. The law places: 

the enforcement of this Act under the supervision of the Com-- 
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missioner of Savings Banks, Boston, Massachusetts. Recent 
inquiry discloses that this law is not apparently actively 
enforced. 


MICHIGAN Michigan Securities Commission, Lansing, Michigan. 
MINNESOTA State Securities Commission, St. Paul, Minnesota. 
MISSISSIPPI State Banking Department, Jackson, Mississippi. 
MISSOURI State Banking Department, Jefferson City, Missouri. 
MONTANA State Auditor, Helena, Montana. 

NEBRASKA State Railway Commission, Lincoln, Nebraska. 

NEW HAMPSHIRE Insurance Commissioner, Concord, New Hampshire. 


NEW YORE Has no so-called “Blue Sky Law” but Superintendent of 
Banks, Albany, New York, has supervisory powers over 
certain ‘Investment Companies.” 


NORTH CAROLINA Insurance Commissioner, Raleigh, North Carolina. 
NORTH DAKOTA State Commissioner, Bismarck, North Dakota. 
OHIO Commissioner of Securities, Columbus, Ohio. 
OREGON Corporation Commissioner, Salem, Oregon. 


PENNSYLVANIA Has no so-called ‘“‘Blue Sky Law” but has an act regulating 
foreign investment corporations selling their own bonds or 
certificates. Commissioner of Banking, Harrisburg, Penna- 
sylvania. 


PHILIPPINE ISL. Treasurer of the Philippine Islands, Manila. 


RHODE ISLAND Secretary of State, Providence, Rhode Island. (This Law 
is apparently not actively enforced.) 


SOUTH CAROLINA Insurance Commission, Columbia, South Carolina. 
SOUTH DAKOTA State Securities Commission, Pierre, S. D. 
TENNESSEE Secretary of State, Nashville, Tennessee. 

Secretary of State, Austin, Texas. 

Bank Commissioner, Newport, Vermont. 

State Corporation Commission, Richmond, Virginia. 

Auditor of State, Wheeling, West Virginia. 

State Corporation Commission, Madison, Wisconsin. 
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SOME IMPORTANT MATTERS FOR JULY, AUGUST 


AND SEPTEMBER. 


The Corporation Journal will not be issued in July and August. 


This calendar ‘does not purport to cover general taxes or reports to other than state 


officials or those we have been officially advised are not 


uired to be filed. The State 


Report and Tax Service maintained by The Corporation Trust Company System sends 
timely notice to attorneys for subscribing corporations of rexorts and tax matters requiring 
attention from time to time, furnishing information regarding forms, practice and rulings. 


ARKANSAS 


CONNECTICUT 


INDIANA 


MAINE 
MISSISSIPPI 
MISSOURI 
NEBRASKA 


NORTH 
CAROLINA 


NORTH 
DAKOTA 


OHIO 
OKLAHOMA 


UNITED 
STATES 


Anti-Trust Affidavit due on or before August 1—Domestic 
and Foreign Corporations. 

Income Tax due on or before August 1—Domestic and Foreign 
Corporations. 

Annual Report due on or before August 15—Domestic and 
Foreign Corporations. 

Annual Statement due between July 1 and September 1— 
Domestic and Foreign Corporations. 

Annual License Tax due between July 1 and September 1— 
Domestic and Foreign Corporations. 

Annual Report between June 1 and July 31—Domestic 
Corporations. 

Annual Report and License Fee to Industrial Board due 
between July 1 and July 31—Domestic and Foreign Cor- 
porations employing five or more persons in any capacity. 
Annual Report due between the first day of July and the first 
day of August—Domestic and Foreign Corporations. 
Additional Statement due at the time ot making the Annual 
Report in July—Foreign Corporations. 

Annual Franchise Tax due on or before September 1—Domes- 
tic Corporations. 

Annual Report to factory inspector due during July—Domestic 
and Foreign Corporations. 

Annual Statement, Registration and Anti-Trust affidavit due 
during July—Domestic and Foreign Corporations. 

Annual Report and Fee due during July—Foreign Cor- 
porations. 

Capital Stock report to determine amount of franchise tax 
due during July—Foreign Corporations. 

Corporation Report due during July—Domestic and Foreign 
Corporations. 

Annual Report due during July—Foreign Corporations. 
Annual License Tax Report due on or before July 31—Domes- 
tic and Foreign Corporations. 

Annual Capital Stock affidavit due between July 1 and August 
1—Foreign Corporations. 

Annual License Fee due within 30 days after July 15th— 
Domestic Corporations. ; 
License Fee due between July 1 and August 15—Foreign 
Corporations. 

Annual capital stock return due during July—Domestic and 
Foreign Corporations. 


THE CORPORATION JOURNAL should be kept in a binder for con- 
wenient reference. We furnish a substantial loose-leaf binder for $1.50. 
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May a Trustee subscribe for 
additional shares of stock 
upon increase of capital of 
a corporation whose shares 
are held as an investment 
authorized by the trust in- 
strument, but which are 
otherwise not “legal invest- 
ments for trust funds?” 


This question has caused no little trouble 
to corporations, trustees and transfer agents. 
The Supreme Court of Pennsylvania re- 
cently answered it in the affirmative. It 
appears that a testator left 500 shares in the 
Fidelity Trust Company to trustees, enjoin- 
ing them to preserve his estate. After his 
death the Trust Company doubled its autho- 
rized capital and gave to each shareholder 
the right to subscribe at par for additional 
shares, equal in amount to present holdings. 
The trustees subscribed for the additional 
shares and showed the purchase in their 
account. Exception was taken thereto, but 
the Court held that the trustees acted with- 
in their powers, reasoning that they “pre- 
served” the estate by maintaining the pro- 
portionate holding of stock. (In re Tower’s 
Estate, 98 Atl. 576.) 


To act upon the last authoritative word is the 
duty of a corporation. To delegate that duty 
to a properly equipped transfer agent is a 
warmly welcomed safeguard when the amount 
and diversity of legislation, taxation and judi- 
cial opinion pertaining to the issue and trans- 
fer of stock and the functions of a transfer 
agent are fully understood. Ask any of our 
officers. 


ON THUST COMPANY 
37 WALL STREET, NEW YORK 








